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SUBJECT* Vie tnamasa Government Plans for Action in South Vietnam 


Following are views and opinions of Ngo Dinh Luyen and Wgo Dinh Nhu 
who in the past have accurately reflected the tv. inking of President 
Diem, particularly as it concerns internal political developments, 

a, Wgo Dinh Luyen is optimistic over the current local situation. 

Ngo Dinh Nhu is in substantial agreement with this view. The 
extent to which President Diem shares this view is not known but 
he apparently is in general agreement* 

b. The Vietnamese Government considers that the Vietnamese Array is 
now well in hand and loyal to the present regime. The First and 
Sec nd Military Regions are Considered completely secure j and the 
Phan Rang/Phan Thiet incident is now over. The Government 
considers General Hinh "a not hing * 1 , as it does Lt. Col. Tran 
Dinh Lan. General Nguyen Van Vy now is working more closely with 
the French and with Bay Vian, which Jjb in character for Vy and 

is not considered too serious by the Govemnsnto 

C. The Government plans to move next against tho Blnh luyen as it 
feels Government control of the arny enables it to force a 
showdown (if the Binh luyen desire one) by closing down the 
latter's gamgling halls on 31 December 195U. Details of this 
project remain unclear, and it is impossible to predict the 
reaction of the Binh luyen. The Government is prepared to encourage 
Bay Vian to turn his talents into legal channels and become 
Vietnam's "Number One Businessman 0 , The solution to Binh luyen 
control of the police and security services appears to be a 
secondary problem to bo solved after the Binh luyen is deprived 
of its present sources of income. If police and security director 
Lai Huu Sang continues to prove to be nominally cooperative, h«r 
will be permitted to continue to hold office despite bio attempt 
to bribe Ngo Dinh Nhu a month agg. A Minister of Interior will be 
named when the solution tp police/security problem is worked out. 
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Whan the polj.ce and security services are under control of a 
loyal Minis ter of Interior, the Government plans to turn its 
attention to the problem of ths sects. Ths Government has boon 
informed that the French will cease to subsidize the sect forces 
on 31 December V?5b. Though a definite figure has not been set, 
it is believed that the sects have damandod an "advance" of 
8 million piasters each per month, claiming that the French paid 
them 15 million piasters each per month. The Government has 
made no commitments , but the figure of 5 million piasters each 
per month is being oonsidered as a temporary expedient. Hie 
Government feels that until it has control of the police and 
security services and there is an Interior Minister who can 
devote time to problems of provincial administration, it must 
temporize with the sects. 

With the implementation of the above program, Bao Dai obviously 
becomes an expensive luxury for the Vietnamese Government. 
Shutting off Bao Dai's receipts from the Binh Xuyen, plus 
control of the Vietnamese Army, places the Government in a 
strong position to deal with Bao Dai who, in the opinion of 
the Government, is papidly becoming expendable. 

The Government's progress may be summarized as follows? 

President Diem's Government assumed office in July with nothing 
more thsn a mandate from Bao Dai and Diem's personal reputation. 
In the following months, the Government took the sects into the 
Cabinet in order to isolate General Hinh and the Binh Xiyen. It 
then turned its attention to ridding itself of Hinh and assuming 
control of the arny while keeping the Binh Xuyen isolated. Now 
that the army Is under control, the Government must deal with 
the Binh Xuyen j and to do so it must keep the sects in the 
Government, Once the power of the Binh Xuyen is diminished the 
Government will tackle the problem of the sects and establish 
a progressive and nationalist Vietnamese Government to cop® with 
basic problems, including that of the Vletminh, 
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